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In yotu.’ interview scheduled 'rith Bernhardt for 
Tuesday* uarch 12, you itay v/ish to develop the follos'j- 
i njT gu^geatione, data in reapect of v^hich \*?ould be 
E-ost useful I 

1. BerrJiardt, in hio previous converoation with 
vou, stated that the ;X .Ar.-L'IdhA cleuriry had been 
Initiated by a deman ci-edit in the auount of of 
Uy. 50 Billion. This sue represented the aso’unt which 
Jjoyalist dpain owed aeriiany at the tine when the con- 
ueroial oleariny between loyalist Upain and Sermny 
was teralnated. 

a’rioh Gaebelt, on the other hand, -^Stoe no 
uenticn of this credit", and states tiuit the ni.iliX- 
hviiAil cloarinr was Initiated by uutual credits of 
J. il aillion''(on the punt cX tJeruiany) and .V'tns. 40 
Dillio;-. (on the cart oX t:;e i 5 ?nniarcls; . laebelt 
states that he was Bernhardt *3 right .isr.d raan in ■AlbiJ. 
during tiie OX/il .Vnr period, and was in direct ciiarge 
of Oernan deliveries to dj'.nin. If this is true, he 
should knew what he is talking about, on>l Beroherdt 
should be luericd to clear -'.p the ...utter of initial 
creiita atid who ov/o,*? 7.-ho wiiat aa of vlie a) begmnin^t 
and b; end, of riie ul.ji.o'v— . clearing. 

Z. Although huge, Oaebell, and Bernliardt all 
state that the :Ui.-«-.;Ch.V., cloarin.g v»ns in "subiitan- 
.t;i_£>l balance” as ox* the end ox tiie Oivil ..ar (nid.-iy59/* 
■there was aciiiarently £i period of accountiiii^, extending 
into 194o , y/hiob was required to aojiieve utils result. 
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During to±B period of cccounting, the Inatituli. -ppor- 
ontly did two things: 

a. it tocic a census of esiating jon^an arrearages 
in respect of tlie apaniah. ^tnta anu/or ito 
nationsO-D, ;oid 

b. it connclidated in 3c.ie fasliion tytoants which. 
Loyallat cipaln ov-ed to Son-any (stated by 3em- 
hardt to be ;t',. 3-~ ailliorw. 

Dhia auliject ahould bs Joveloped with ,aem- 
hardt tov.'ai'd the end of aacertaini.ig exactly v.hat 
happened and hcvj. fhte develoicent of this subject 
will also lead into another field in which wo lad 
definite inforBation, i.e., the ^tochanics of the transfer 
of functions in x’eaoect of the clearing to the Ins- 

tituto Eapanol de tioneda Hxtranjea'a, and the Banner in 
. blch t.he Geixan clearing house ( Deutsche Verrocimungs- 
-tasae) entered the picture on. the Geraian side. Interro- 
gation on thlo subjaot, an turn, ahould re^iuire Dem- 
hardt's explanation of 'the exact relationahip between. 
HC.DAK an.d Deutsche Veirreohnunsokasse (our Infoi’cation. 
to date, baaed on. llethke's acatojaents, indicates that 
Deutsche Verrechn-.nsaliasse nerely acted as banker for 
Rtii'AJQ 

3. She .Anschluss between demany and Austria 
ocourred during the Spanish Oivil Hax, and during the 
tenure of the HIdfA— itC.;AX eleoidng. Bernhardt should 
bo queried, accordingly, on his knowledge of any Aus- 
trian arrearages to Spain or Spanish arrearages to the 
x'omer Austrian State which cay liave been involred in 
and Bottled, through the clearing. 

Bernhardt unquestionably knows as much as any 
fJexBiBn in Spain about the Baarprogranai. Ihe arBiasienta 
investigations being conducted by iir. Noel and nyself 
indicates that P. Bethke (head of UcViAi'i.) was the prin— 
cipel nesotlatorj the only other zuuae identified in 
the teinsn ooaaaission v;hich negotiated the program in 
l.adrld is that of a Geraan naval officer named ilUdo. 

You will reoall Becker's stataiaents to the 
effect that the delivery of :*Ji IGo million involved in 
this program did not affect the German overdraft in the 
clearing, and gave rise to a olain of yi; 4^ million on 
behalf of the Opanish kar lainistriea. Ci;e armaments 
agents intejrviened state, sdnost without exception, 
their belief that the paymaits made by the 3 panish 






-5- 



.mr iliniatriea lor those ueliveriee were i-ade cucsida 
the ooiJSQjrcial oloarlritij some (inoludin,, l.allet and 
Oaebalt) believe that tha dpaniah -it-J hiniotrisE nade 
payment directly to Gaebelt ima stated tiiat 

Bernhardt ahonld fcnow how paynent \vas hade. It strikes 
Be as entirely possible that these payaents lor muni- 
tions delivered under tlic daerprOiirarjn explain in larye 
cfirt the "secret i'unia'’ oi' Bemiiardt(althc:uyh this is 
not intended to dispel the hypotheoij tJiat these also 
enj-ts iroE sales ou ,j;old). 

All of this points to the necessity oi' inter- 
ro^.^atiB-tj Bernhardt closely on all aspects of the 3 aar- 
profprama and on tile wanner of payment. Inaaruch as we 
last week telQigraphed i*J- .r • . i>A 0 to interrojtate iiethica 
and Becker on. tne subject, it is hoped that v/itiLln a 
few weeks we ray bo able to test the veracity of any 
atatcffienta which Dernriardt t-ay Jsake on this subjeot. 

I B<t convinced, however, ti'.st lie is in a 
poaitioji to disclose the whole story if he so chooses. 

5. Xoa will recall tliat a corollary of the Bae&r 
orograrr; was. the pay ment by dp>nin in inatailao nts 
ginnina'l- etoher 1943 ana endiny in Januai-y 1944'’djT 
liiii 100 aillion, in its peseta aciuivaleht , toward the 
apanisU Oivil ;<ar debt to deraany. Certain amounts of 
this sum ware earuiarhed for the jxro ouraaient of specific 
materials, some of it eei's-ar sd for tiio payment of 
wolfram export taxes, a-ici oot.a of it was delivered to 
the German. Ksbassy in hadrid. d Oflip.OS . as the prin=_. 
clpal Genaan. .procareB^t .agsnoy ih'dpaln, unquestionably 
has all details in respect of the esponditure of this 
money, and Bornliardt should, accordingly, be able to 
explain them. 

In au.dition to & brea-tdown of the anounta 
allocated to each purpooe, we should liave the following 
additional inforiiatiou: 

a. 4)0 Vfha'i. extent did the possession of the 

iii, Ito million allocated to procuresent 
of raw xiaterials suffice to finance the Ger- 
procurement program until summer 1944, as 
stated by hoenning’i' In other words, wore all 
German procuremento until sunner 1344 allocated 
out of thiD H-, 1-, t, ?;illion, or was ft supplem 
Eonted by e'ocis v/hicb the dpo/iiah «r i. inistries 
UU2/ hcive cor.tec.x>orancously placed ct.ths dia- 
poWl cf OiFihDUo for K-fnitions delivered under 
the BaerprograEC'. 
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b. How \'iv.3 tlic paySiCnt o£ thio inDtallmsnt cn 
the Sponl^i! Civil ,;ar debt recorded and ac- 
coanted ior in respect oi' the ;.:inlstry of 
Finance ond/or the Inatituto de .vonedr. iix- 
tranjern, and, was rj: oppropriate badijst 
entry ni.'te or recorded? 

c. heroury was one oi the Itsas ear.tnncDd for 
Ijrccuresiont Cvci.. that portion of the pc-y- 
aonto allocated to aeqaioition oi rat' aate- 
rial. file British are interested in ascurinr 
a broalcdo'.vn of nercary ahlpnontj which nay 
have been nada durin" this period, 

6. ..ernJiardt'a ; Jio-./lccle;c ohoald bo probed, ot 
course, in respect of the receipt of gold shiirtonto to 
reduce the Ceraen ovex'iiraft in the clfiariny. In this 
connection it vrill be recalled that Haste, da la Puerta, 
and Mavasques acicnov/ledoed In various oenvornationa 
with iiir. Ackerman t};stt sojjO g^ld huid boon received to 
reduce the Cernan overdraft in the clearing and tlVit 
Huete, in one of these conversutiens, indicated that 
Spain Esiy have received as uucii as 5 - It tone of gold 
far this purpose. 

7. Bernhardt's opinion on the final clearing 
balance and the aiaount of any denaan deficit which he 
acknovfledges should aloo be sought. 

0. The natter of the "consolidated clearing debt" 
of Hi: 7h aiillion (later csonsolidated Into Ptae. 500 
nillion) should also be explained, doonnlng’s tastinony 
on this point is oonewhat confused in that he indicates 
that Geraany nay have been granted e corresponding 
credit, whereas all other information in our possession 
indicates tliat this "consolidated debt" '.vae no acre than 
ac earnarking of a portion of the Ooisian overdraft into 
a final debt running between the Geraan clearing house 
and the Spanish clenrlng house, and that its due date 
was originally fixed as iJovenber 5o'» 1944 and subse- 
quently extended to November 1945, 

g. we are considerably ignorant in respect of the 
mechanics of the clearing end the number of accounts 
comprised therein. Bernhardt should be asked to explain 
this matter, and the usual procedure employed in trans- 
mit ting capital suns from one country to the other. Ihis 
is an important port'-'*' in connection with pending clai;;s 
of Gv.'flliDUd agair.st the Instituto Gspai'ol de Honeda 3x— 
tronjera, ns you are aware, and it remains a mystery why 
the Instituto did not apparently enter a corresponding 
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credit in Keichaniarlia :ij;on receipt oi’ tole, 3 ;rapiiic ed- 
vloes i’roja duViAJu outl tde Cieivr.an. clearing house tlu'-t 
oorreapondinj; auBia iiad been depooited in. ,'ierlih, aince 
it appears to be iairly vjell eatebliaj'.od that the Ino- 
tituto did not operate on a telegraphic basic vis-Ji-viB 
HOb'AK and the Ganuan clearing. Bernhardt should be 
asked to expUn on v/hat basis tho clearing did operate, 
and to give preoioe intorcation of tho necU;'.nic3 of 
reaitting a aua tiaid into tiie clearing. 



10 . Bcrni’.ardt should be nuoried on whether tho 
Geruan debits izi the institute sro the ultimate respon- 
sibility of tho Xnatituto and/or the Bpanlsh State 
(through set'.i-offioial banks such as the Banco Central, 
the Banco Exterior, et cetera;, or the re.sponsibllity 
of private banks which Ivivo advanced bank credits, 

Ihe sense of this inoairy should be to ascer- 
tain whether the Geriian oveiviraft in the clsaring is 
reflected in dpanish bank credits v/hioh may still he 
outstanding, or ■.vhether it consists of an obligation 
running from the Instituto or some other official or 
aeai-off icial adjunct of the Spanish State, 

11. Inquiry should be made into -what, if any, 
efiect the change in the exchange rate of the Kelchs- 
maxk vis-Si-via the peseta had in calculating the Civil 
ii'ax debt and tho arrearages in the commercial clearing. 

12. Koenning states that pars':: of the trade agree- 
ment of 194-5 provided that Spain should pay 135 t> of the 
pre-war price for certain Geimsn goods (principally mili- 
tary materiel) and reduce the sales price of certain 
Spanish articles sold to Germany. 

Bernhardt sliculd be queried on this toward 

the end of 

a. ascertaining, in more detail the true state of 
facts end the type of goods Involved, and 

b. ascertaining v/..-.thsr the arrangement — which 
was not reflected in .panish trade figures — 
may have in. an. way reduced the German over- 
draft in the clearing. 

In this connection, you v/tll recall the unexplained 
reduction in the German overdraft in the clearing be- 
tween the 1945 trade agreement and 7-2 Bay. 
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Because answers to certain of the above questions 
»ay conceivably be supplied to hr. Kandall in future 
convaraatlons which he nay i»ave with liuste and Ministry 
of Ccsaiaerce officiaia, a copj' of this t:emoranduffi is be- 
ing forwarded to hin-. for his i'lloa. 



H. G. 



Vs 

\ 



HCS/et. 





